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Independent Auditor’s Report 

 

To the Board of Directors 
Flint Area Narcotics Group 
Genesee County, Michigan 
 

We have audited the accompanying general purpose financial statements of the Flint Area 
Narcotics Group as of September 30, 2003 and for the year then ended, as listed in the table of 
contents. These general purpose financial statements are the responsibility of the management 
of the Flint Area Narcotics Group.  Our responsibility is to express an opinion on these financial 
statements based on our audit.  

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and Government Auditing Standards, issued by the Comptroller General of the 
United States. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audit provides a reasonable basis for our opinion.  

The general purpose financial statements referred to above do not include the General Fixed 
Assets Account Group, which should be included to conform with accounting principles 
generally accepted in the United States of America. The amount that should be recorded in the 
General Fixed Assets Account Group is not known. 

In our opinion, except for the effect on the financial statements of the omission as described in 
the preceding paragraph, the general purpose financial statements referred to above present 
fairly, in all material respects, the financial position of the Flint Area Narcotics Group as of 
September 30, 2003 and the results of its operations for the year then ended, in conformity with 
accounting principles generally accepted in the United States of America.  

As discussed in Note 1, the Flint Area Narcotics Group is in the process of determining whether 
or not it is a separate legal or administrative entity. 



To the Board of Directors 
Flint Area Narcotics Group 
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In accordance with Government Auditing Standards, we have also issued our report dated   
January 15, 2004 on our consideration of Flint Area Narcotics Group’s internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grants.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards and should be read in conjunction with this report in considering 
the results of our audit. 

 
January 15, 2004 
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General Fund 
Combined Balance Sheet 

September 30, 2003 

 

Cash (Note 2) 931,693$         
Grant receivable 79,626             
Other assets 583                  

Total assets 1,011,902$    

Liabilities
Accounts payable 22,718$           
Nonadjudicated funds (Note 1) 269,765           
Seed money payable to Michigan state police 20,000             
Grant payable to participating units 79,626             
Due to other governmental organizations 45,057             

Total liabilities 437,166           

Fund Balances - Unreserved
Designated for operational reserve 20,000             
Designated for subsequent year's expenditures 241,297           
Undesignated 313,439           

Total fund balances 574,736           

Total liabilities and fund balance 1,011,902$    

Assets

Liabilities and Fund Balances



Flint Area Narcotics Group 

See Notes to Combined Financial Statements.   4

General Fund 
Combined Statement of Revenue, Expenditures, and 

 Changes in Fund Balance 
Year Ended September 30, 2003 

 

Revenue
Federal grants 471,000$         
Local unit dues 163,433           
Forfeiture income:

Federal  14,994             
State 385,286           

Recovery from state audit (Note 5) 242,204           
Interest 9,556               
Other revenue 1,730               

Total revenue 1,288,203        

Expenditures
Public safety:

Grant expenditures - Pass-through to local units 471,000           
Vehicle expenses 104,192           
Building lease 60,000             
Personnel and related:

Liaison/narcotics investigator/training office 38,975             
Bookkeeper - Genesee Township 66,900             
Clerical 553                  
Forfeiture reimbursement - City of Flint 45,057             

Investigative expense 17,813             
Forfeiture expense 64,038             
Office supplies, insurance, rental, etc. 15,500             
Telecommunications 16,232             
Professional fees 12,397             

Capital outlay 16,231             

Total expenditures 928,888           

Excess of Revenue Over Expenditures 359,315           

Fund Balance - Beginning of year 215,421           

Fund Balance - End of year 574,736$       
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General Fund 
Combined Statement of Revenue, Expenditures, and 

Changes in Fund Balance - Budget and Actual 
Year Ended September 30, 2003 

 

Budget Actual

Variance
Favorable 

(Unfavorable)

Revenue
Local unit dues 203,533$      163,433$      (40,100)$          
Forfeiture income:

Federal  -                   14,994          14,994             
Local  40,000          385,286        345,286           

Recovery from state audit (Note 5) -                   242,204        242,204           
Interest 1,000            9,556            8,556               
Other revenue -                   1,730            1,730               

Total revenue 244,533        817,203        572,670           

Expenditures
Public safety:

Vehicle expenses -                   104,192        -                      
Building rental -                   60,000          -                      
Personnel and related:

Liaison/narcotics investigator/
training office -                   38,975          -                      

Bookkeeper - Genesee Township -                   66,900          -                      
Clerical -                   553               -                      
Officer reimbursement - City of Flint -                   45,057          -                      

Investigative expense -                   17,813          -                      
Forfeiture expense -                   64,038          -                      
Office supplies, insurance, rental, etc. -                   15,500          -                      
Telecommunications -                   16,232          -                      
Professional fees -                   12,397          -                      

Capital outlay -                   16,231          -                      

Total expenditures 389,625        457,888        (68,263)            

Excess of Revenue Over (Under) Expenditures (145,092)      359,315        504,407           

Fund Balance - Beginning of year 215,421        215,421        -                      

Fund Balance - End of year 70,329$      574,736$    504,407$       
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Note 1 - Summary of Significant Accounting Policies 

The accounting policies of the Flint Area Narcotics Group (“FANG”) conform to 
accounting principles generally accepted in the United States of America as 
applicable to governmental units.  The following is a summary of the significant 
accounting policies: 

Reporting Entity 

FANG was formed through an interlocal agreement by several governmental 
agencies within Genesee County.  This multi-jurisdictional task force coordinates the 
efforts of officers from various local units within the County to work as one team 
toward the enforcement of narcotic and controlled substance laws in the state of 
Michigan.  FANG is governed by a Board of Directors, which consists of the 
administrative heads, or their representatives, of the participating entities 
contributing law enforcement personnel to FANG, or meeting obligations of a 
participating entity as established in the bylaws.  FANG is in the process of 
determining whether or not it is a separate legal or administrative entity. 

The activities of FANG are funded by available grant monies, forfeiture income 
obtained through legal court orders, as well as dues received from the local units.  In 
lieu of dues, the City of Flint has agreed to provide FANG with two officers and the 
related necessary equipment.  

As required by accounting principles generally accepted in the United States of 
America, these financial statements present the Flint Area Narcotics Group.  In 
accordance with accounting principles generally accepted in the United States of 
America, there are no component units to be included in these financial statements. 

Fund Accounting 

Currently, FANG has only one fund, the General Fund.  This fund accounts for the  
ordinary activities of FANG.  General Fund activities are financed by revenue from 
grants, forfeitures, local unit dues, and other sources. 

Basis of Accounting 

The General Fund utilizes the modified accrual basis of accounting.  Modifications in 
such method from the accrual basis are as follows: 

a. Revenues are recognized when they become measurable and available.  Revenues 
are generally considered available when they are received in cash or when earned 
and expected to be collected soon enough after year end to pay liabilities of the 
current period. 



Flint Area Narcotics Group 

Notes to Combined Financial Statements 
September 30, 2003 

 7

Note 1 - Summary of Significant Accounting Policies (Continued) 

b. Noncurrent receivables are recorded at full value and deferred revenue is 
recorded for the portion not available for use to finance operations as of year 
end. 

c. Payments for inventoriable types of supplies are recorded as expenditures at the 
time of purchase. 

d.  Normally, expenditures are not divided between years by the recording of 
prepaid expenses.   

Nonadjudicated Funds - FANG seizes cash and property through its drug 
enforcement efforts.  Until such time that the confiscated cash is legally forfeited or 
refunded (adjudicated), an amount representing the cash seizure is recorded as a 
liability.  If funds are legally forfeited to FANG, the amounts are recognized as 
revenue.  Amounts remaining at year end in the nonadjudicated funds liability 
represent confiscated cash that has not yet been legally forfeited to FANG or 
returned to defendants. 

Forfeited Property - As of September 30, 2003, FANG had acquired legal title to 
various properties through forfeiture.  This property is not recorded in the financial 
statements since no objective basis of valuation has been determined and the 
property does not represent a spendable financial resource.  If and when that 
property is sold at an auction, the proceeds from the sale are recorded as revenues. 

Other accounting policies are disclosed in other notes to financial statements. 

Note 2 - Deposits and Investments 

FANG’s deposits are included on the balance sheet as cash.  These amounts are 
classified by Governmental Accounting Standards Board Statement Number 3 in the 
following categories: 

 

Bank deposits (checking accounts and savings accounts) 911,693$       
Petty cash or cash on hand 20,000           

Total 931,693$       
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Note 2 - Deposits and Investments (Continued) 

Deposits 

FANG’s deposits are held in separate accounts in the name of the City of Burton.  
The deposits are reflected in the accounts of the bank (without recognition of 
checks written but not yet cleared or of deposits in transit) at $941,702.  The federal 
depository insurance coverage pertains to all the deposits of the City of Burton; 
hence, the specific coverage pertaining to FANG’s deposits, if any, is not 
determinable. 

Investments 

FANG is authorized by Michigan Public Act 20 of 1943 (as amended) to invest 
surplus monies (of nonpension funds) in U.S. bonds and notes, certain commercial 
paper, U.S. government repurchase agreements, bankers’ acceptances and mutual 
funds, and investment pools that are composed of authorized investment vehicles.   

FANG held no investments as of September 30, 2003. 

Note 3 - Risk Management 

FANG has purchased general liability insurance for claims relating to the leased 
facility.  Settled claims relating to the commercial insurance have not exceeded the 
amount of insurance coverage in any of the past three fiscal years.  Each participating 
unit that provides personnel to FANG maintains responsibility for workers’ 
compensation and general liability related to their respective employees.  In addition, 
vehicle insurance is maintained by the State of Michigan for the leased vehicles used 
by FANG.  

Note 4 - Budget Information 

The annual budget was prepared by the FANG section commander and adopted by 
the Board of Directors.  Subsequent amendments (if any) are approved by the 
Board.  Unexpended appropriations lapse at year end; encumbrances are not 
included as expenditures.  The amount of encumbrances outstanding at 
September 30, 2003 has not been calculated.  During the current year, the budget 
was not amended. 

The budget has been prepared in accordance with accounting principles generally 
accepted in the United States of America except that expenditures that are covered 
by grants are budgeted net of the corresponding reimbursement. 
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Note 4 - Budget Information (Continued) 

The budget statement (statement of revenue, expenditures, and changes in fund 
balance - budget and actual - General Fund) is presented on the same basis of 
accounting used in preparing the adopted budget.  Following is a reconciliation of the 
budget statement to the operating statement (statement of revenue, expenditures, 
and changes in fund balance - General Fund): 

 
The budget has been adopted on a total activity level basis; expenditures at this level 
in excess of amounts budgeted are a violation of Michigan law.  A comparison of 
actual results of operations to the General Fund budget as adopted by the Board is 
included in the general purpose financial statements by viewing the total expenditure 
line.  

Note 5 - Recovery from State Audit 

As a result of an investigation by the Michigan Department of Treasury into the 
accounts and records of FANG from June 1, 1994 through February 28, 2002, the 
State identified funds in the amount of $242,204, which it determined were owed to 
FANG by Genesee County.  The State determined that Genesee County had made 
unauthorized distributions of the portion of FANG’s forfeitures that were in the 
possession of the County.  FANG recovered these funds in the current year. 

Note 6 - Upcoming Reporting Change 

For the year beginning October 1, 2004, FANG plans to adopt GASB Statement   
No. 34. This will dramatically revise the information being reported in these financial 
statements. Governmental activities will report information by individually significant 
fund, as well as in total on the full accrual basis of accounting. Information is not 
available to present pro forma data that would show the effect of this future change. 

Total
Revenue

Total 
Expenditures

Amounts per operating statement 1,288,203$      928,888$         
Grant revenue and expenditures budgeted net (471,000)          (471,000)          

Amounts per budget statement 817,203$         457,888$         

General Fund
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Independent Auditor’s Report 

To the Board of Directors 
Flint Area Narcotics Group 
 

We have audited the general purpose financial statements of the Flint Area Narcotics Group for 
the year ended September 30, 2003 and have issued our report thereon dated January 15, 2004.  
The opinion on the general purpose financial statements is qualified due to the lack of a General 
Fixed Assets Account Group. Those general purpose financial statements are the responsibility 
of the management of the Flint Area Narcotics Group.  Our responsibility was to express an 
opinion on those general purpose financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
general purpose financial statements are free of material misstatement.  An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the general 
purpose financial statements.  An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audit provides a reasonable basis for our opinion. 

Our audit was made for the purpose of forming an opinion on the general purpose financial 
statements of the Flint Area Narcotics Group taken as a whole.  The accompanying schedule of 
expenditures of federal awards and reconciliation of general purpose financial statements federal 
revenue with schedule of expenditures of federal awards are presented for the purpose of 
additional analysis and are not a required part of the general purpose financial statements.  The 
information in these schedules has been subjected to the auditing procedures applied in the audit 
of the general purpose financial statements and, in our opinion, is fairly stated in all material 
respects in relation to the general purpose financial statements taken as a whole. 

 

January 15, 2004 
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Report Letter on Compliance with Laws and Regulations and 
Internal Control - General Purpose Financial Statements 

To the Board of Directors 
Flint Area Narcotics Group 
 

We have audited the financial statements of the Flint Area Narcotics Group as of and for the 
year ended September 30, 2003 and have issued our report thereon dated January 15, 2004. 
The opinion on the general purpose financial statements is qualified due to the lack of a General 
Fixed Assets Account Group.  We conducted our audit in accordance with auditing standards 
generally accepted in the United States of America and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States. 

Compliance 

As part of obtaining reasonable assurance about whether the Flint Area Narcotics Group’s 
financial statements are free of material misstatement, we performed tests of its compliance 
with certain provisions of laws, regulations, contracts, and grants, noncompliance with which 
could have a direct and material effect on the determination of financial statement amounts.  
However, providing an opinion on compliance with those provisions was not an objective of our 
audit and, accordingly, we do not express such an opinion.  The results of our tests disclosed no 
instances of noncompliance that are required to be reported under Government Auditing 
Standards. However, we noted certain immaterial instances of noncompliance that we have 
reported to the management of the Flint Area Narcotics Group in a separate letter dated 
January 15, 2004.  

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the Flint Area Narcotics Group’s internal 
control over financial reporting in order to determine our auditing procedures for the purpose 
of expressing our opinion on the financial statements and not to provide assurance on the 
internal control over financial reporting. Our consideration of the internal control over financial 
reporting would not necessarily disclose all matters in the internal control over financial 
reporting that might be material weaknesses.  A material weakness is a condition in which the 
design or operation of one or more of the internal control components does not reduce to a 
relatively low level the risk that misstatements in amounts that would be material in relation to 
the financial statements being audited may occur and not be detected within a timely period by 
employees in the normal course of performing their assigned functions.  We noted no matters 
involving the internal control over financial reporting and its operation that we consider to be 
material weaknesses. We noted other matters involving the internal control over financial 
reporting that we have reported to the management of the Flint Area Narcotics Group in a 
separate letter dated January 15, 2004.   
 



To the Board of Directors 
Flint Area Narcotics Group 
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This report is intended solely for the information and use of the Board of Directors, 
management, federal awarding agencies, and pass-through entities and is not intended to be and 
should not be used by anyone other than these specified parties. 

 

January 15, 2004 
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Report Letter on Compliance with Laws and Regulations 
and Internal Control - Major Federal Awards 

To the Board of Directors 
Flint Area Narcotics Group 

Compliance 
 
We have audited the compliance of the Flint Area Narcotics Group with the types of compliance 
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 
Compliance Supplement that are applicable to its major federal program for the year ended 
September 30, 2003. The major federal program of the Flint Area Narcotics Group is identified 
in the summary of auditor’s results section of the accompanying schedule of findings and 
questioned costs.  Compliance with the requirements of laws, regulations, contracts, and grants 
applicable to its major federal program is the responsibility of the Flint Area Narcotics Group’s 
management.  Our responsibility is to express an opinion on the Flint Area Narcotics Group’s 
compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted 
in the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.  Those 
standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred.  An audit includes examining, on a test basis, evidence about the Flint Area Narcotics 
Group’s compliance with those requirements and performing such other procedures as we 
considered necessary in the circumstances.  We believe that our audit provides a reasonable 
basis for our opinion.  Our audit does not provide a legal determination on the Flint Area 
Narcotics Group’s compliance with those requirements. 

In our opinion, the Flint Area Narcotics Group complied, in all material respects, with the 
requirements referred to above that are applicable to its major federal program for the year 
ended September 30, 2003.  However, the results of our auditing procedures disclosed an 
instance of noncompliance with those requirements that is required to be reported in 
accordance with OMB Circular A-133 and which is described in the accompanying schedule of 
findings and questioned costs as item finding 03-01.Back  

 



To the Board of Directors 
Flint Area Narcotics Group 
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Internal Control Over Compliance 

The management of the Flint Area Narcotics Group is responsible for establishing and 
maintaining effective internal control over compliance with requirements of laws, regulations, 
contracts, and grants applicable to federal programs.  In planning and performing our audit, we 
considered the Flint Area Narcotics Group’s internal control over compliance with requirements 
that could have a direct and material effect on a major federal program in order to determine 
our auditing procedures for the purpose of expressing our opinion on compliance and to test 
and report on internal control over compliance in accordance with OMB Circular A-133. 

We noted a certain matter involving the internal control over compliance and its operation that 
we consider to be a reportable condition.  Reportable conditions involve matters coming to our 
attention relating to significant deficiencies in the design or operation of the internal control over 
compliance that, in our judgment, could adversely affect the Flint Area Narcotics Group’s ability 
to administer a major federal program in accordance with applicable requirements of laws, 
regulations, contracts, and grants.  The reportable condition is described in the accompanying 
schedule of findings and questioned costs as item finding 03-01. 

A material weakness is a condition in which the design or operation of one or more of the 
internal control components does not reduce to a relatively low level the risk that 
noncompliance with applicable requirements of laws, regulations, contracts, and grants that 
would be material in relation to a major federal program being audited may occur and not be 
detected within a timely period by employees in the normal course of performing their assigned 
functions.  Our consideration of the internal control over compliance would not necessarily 
disclose all matters in the internal control that might be reportable conditions and, accordingly, 
would not necessarily disclose all reportable conditions that are also considered to be material 
weaknesses.  However, we do not believe the reportable condition described above is a 
material weakness. ack   

This report is intended solely for the information and use of the Board of Directors, 
management, federal awarding agencies, and pass-through entities and is not intended to be and 
should not be used by anyone other than these specified parties. 

 

January 15, 2004 
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Schedule of Expenditures of Federal Awards 
Year Ended September 30, 2003 

Federal Agency/Pass-through Agency/
Program Title

CFDA
Number

Pass-through
Entity

Project/Grant
Number

Award
Amount

Federal 
Expenditures

U.S. Department of Justice:
Passed through the Michigan Department of
   Community Health and the City of Burton -

Byrne Formula Grant 70983-2K02 16.579 2002-DB-BX-0026 471,000$        471,000$        

Federal equitable sharing program 16.unknown N/A 14,994            14,994            

Total federal awards 485,994$     

 
Back 
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Reconciliation of General Purpose Financial Statements 
Federal Revenue with Schedule of Expenditures 

of Federal Awards 
Year Ended September 30, 2003 

Revenue from federal sources - As reported on financial statements 471,000$       

Add federal revenue reported as forfeiture income 14,994           

Federal expenditures per the schedule of expenditures of federal awards 485,994$     
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Note 1 - Significant Accounting Policies  

The accompanying schedule of expenditures of federal awards includes the federal 
grant activity of the Flint Area Narcotics Group and is presented on the same basis 
of accounting as the general purpose financial statements.  The information in this 
schedule is presented in accordance with the requirements of OMB Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations.  Therefore, some 
amounts presented in this schedule may differ from amounts presented in, or used in 
the preparation of, the general purpose financial statements. 

Note 2 - Subrecipient Awards 

Of the federal expenditures presented in the schedule, federal awards were 
provided to subrecipients as follows: 

Federal Program Title
CFDA

Number

Amount 
Provided to 

Subrecipients

Byrne Formula Grant 70983-2K02 16.579 471,000$       
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Section I - Summary of Auditor’s Results 

Financial Statements 
 
Type of auditor’s report issued:  Qualified 

Internal control over financial reporting: 

• Material weakness(es) identified?           Yes     X    No 

• Reportable condition(s) identified that are  
not considered to be material weaknesses?            Yes     X    None reported 

Noncompliance material to financial  
statements noted?            Yes     X    No 

Federal Awards 
 
Internal control over major program(s): 

• Material weakness(es) identified?           Yes     X    No 

• Reportable condition(s) identified that are  
not considered to be material weaknesses?      X    Yes          None reported 

Type of auditor’s report issued on compliance for major program(s):  Unqualified 

Any audit findings disclosed that are required 
to be reported in accordance with  
Section 510(a) of Circular A-133?     X    Yes           No 

Identification of major program: 

CFDA  Number Name of Federal Program or Cluster

16.579 Byrne Formula Grant 70983-2K02

 

Dollar threshold used to distinguish between type A and type B programs:  $300,000 

Auditee qualified as low-risk auditee?           Yes     X    No 
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Section II - Financial Statement Audit Findings  

None 
 
Section III - Federal Program Audit Findings  

Reference 
Number  Findings 

03-01  
 
Program Name - Byrne Formula Grant 16.579 

  
 
Pass-through Entity - City of Burton 

  
 
Finding Type - Material noncompliance/Reportable condition 

  

 
Criteria - Grantees are required to perform subrecipient monitoring.  Such 
monitoring includes making subrecipients aware of the award information and 
requirements imposed by laws, regulations, and the provisions of the contract 
or grant agreement.  In addition, grantees are required to monitor 
subrecipient activities to ascertain that the subrecipient activities are allowable 
under the grant and are administered in compliance with federal 
requirements. 
 

  

Condition - While the grantee did have subcontract agreements with all of its 
subrecipients, very limited monitoring of subrecipients took place during the 
year. 

  

 
Questioned Costs - None 
 

  

Recommendation - Flint Area Narcotics Group should monitor its 
subrecipients to ensure subrecipient activities are allowable and administered 
in compliance with federal requirements. 

  

 
Grantee Response - We will initiate more substantial monitoring of our 
subgrantees, as required. 
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Reference 
Number  Findings 

 
02-01 

 

 
This finding from the September 30, 2002 audit, which indicated material 
noncompliance with subrecipient monitoring activities, is again included as a 
finding in the September 30, 2003 audit as finding number 03-01. 

 
 
 
 




